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The Chosen Trading Corporation initiated its work in 1949 under the wmost Aiffie
cult circumstances. In addition to the continued lack of capital because of
old company dehts, the policy of wtilizing foreirm capital, znd the Harter 8 G
tem adopted to exploit the Hong Keny trade route remylted in excess imnorts;
which not only obstructed the acquisition of oreign capital in lon: Hon: but
also brou~ht difficulties in the conduct of trade on an indspendent hasis, Thire
ther, the T4E SO IMNAY ( 72 196 & ) (company vessel) met, with disaster in the
development of the lorth China route, and comrade ;0N Hydng=ki { % ] £,
former Trade Department head, was responsible for certain failures, “In spite
of these setbacks, however; the Corporation succeeded in straightenin: out the
company capital, establishing a bridgshead in long Tong adequate for Lorth
Zorean needs, acquiring a legal route to Japan, and establishing the lorth Cldna
route, The placing of the Corporation on a solid foundation was nade rossible
throuvgh govermment protection., In particular, the president exprossed his ape-
preciation to vice-president X177 Chdngesu ( L Fi) and other resporsinle
persons in overseas offices and special agents for their splendid vork,

The fellowin: is an outline of the Corporation import and export enterprises:

Bxport of sovermment-alloted poods 918, 656,000 won
Export of company-purchased poods 370, 755,000 won
Goods re-syported 72, 729,000 won
Total 1362, 3.71,.00C won

“he total expenditures incurred in exports amounted to 210,257 007 won, so that
the grand total came to 1,572,1423,000 won. This is 1,8.8 percent of the woliae
envisaged in the plan for 1949, Iven without considering the fall in govern.
went prices in 1949, it signifies & growth of 21,5.L percent over the exoort cost
rrice of 1948, .

Pollowing is a breakdowm of the volume of exvorta handlad hr eseh hrapehe.

Sinuiju 5.2 percent Domestic h
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Chong jin 17.7 percent Wonsan 3.5 percent
liamhung 13,4 Chignamno 53,0
Hanryane 2.2
The breakdown of exports by districts is as f{ollows:
1948 19ho Percentage as

compared with 1948

llonz Kong 36,1 772 224,2
China 28,2 }) 1P 77.0
South orea 22,4 3.5 26,7
Japan 1.8 0,2 19.6
Jonestic dispesal 1.2 L7 6lihy

The above breakdown shows the shift in trade area in 1949 and incicates the zour: 2
to be taken in 199D,

The followins is a breskdowfi of exports by comrodity s

Nil 1.5 percont Tedicel products h.& percans
Cotton yarn 1.0 Colored metals Lo
aclen ~oods 3.6 R2udher vroducts 2.3
Leather : leather -oods 04l slectric spuliances 0.1
Paper a2 Groins 22.2
Chermientl products 2.3 Scybean 2ake 22.7
Toodstnlfs 8.2 ‘arine nroducts 23,0

in 1943, chiemical products topned the list with 37.3 percent, folloved by marine
products with 25,6 rercent, medical products with 16,1 percent ard soybean cale
vMbégmmmmqmewwyinl%ﬁ,mrﬁwpmmm%'mm@im@l&tw%h?}pm&
sent, followed by soybean cake writh 22.7 percent, zyains with 22.2 pescent and
shenical producty with 9.3 percent. In 1948, the principal comodity of export
was cherical products, espeecially chemical fertilizer, while in 1952, marine pro-
ducts andd soybean cake renlaced chendcal products as the main export, ituns. The
comredities exported in 1948 were classified in seven ceterories; those in 3
in fifteen categories. This was the mesult of the elforts made to increase
2xport se as to obtain forein CArrency .

he

Tho commodities exported to lien- Fomy: and China as compared oy volumes for 19L&
and 1949

Porz ¥ong - 1943 why
wrordum sulphate 75,196,000 son 8,116,000 won 11.2
Roybean cake 10,001,000 won 308,758,000 won 300.7
Calcium super-
chiogphate 2,312,000 won
, 8,949,000 wron 29,:11311,000 won
d minseng 63,34):,000 on 19,207,000 won
“ried pollack 14,392,000 won 12,968,000 won
Cotton cloth 11,063,000 won 150,373,000 won
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China ~ < 1948 199 lersent
Ammonium sulphate 22 356 000 won 9,632,00C won L2.1
Soybean cake 199 10,000 won 39,000 won
Nynamite 2,000,000 won ‘
3alt mackerel 2,729,000 won 30,370,000 won 1,112.5
Jovermment planned import 451,829,000 won
ioods imported by compuany or under urzent 3 !1:ﬁ3 G0 won
instructions 1-ﬂ 712, 850 won
Total 28, 912 030 won

Since the import plan for 1949 underwent three revisions durine the course
of the year, il is impossible to compare the actual import with the plan, but
a3 compared with the import of 19L3, 1949 showed an increase of IL0.6 percert.

The following is a breakdown of actuzl imports by branches:

Sinuiju 7.L percent Hamhung 21.4 percent
Uhinnempo 53.3 Chongjin 7.k
Jionsan 8.6 lamvang 1.9

The breakdown of imports by disirict is as fallows:

1040 1909
tongs Kong 55.3 76.2
China 21.9 18.6
South Yorea 21.1 11,9
Japan 1.7 0.3

The breakdown of imports by comodily is as follows:

18
Censtruction material 2.6
Cultural materials 2.2
Daily necessities L2.7
Tor re-export 3.5 i
Jthers 3.0

Yiow did the defects contained in the policy of foreirn capital utiiization

and the barter svstem of 1948 meet the needs of the natisn in the lon~ Fomne *r"ﬂag
which is the greatest in volume aron; the Corporationts trade enterprizes? In
1948, the construction materials whi Lo are of primary importance in +\@ conple tion
of our peovle’s econcmic plan ocenpiad 39.6 percent of the imvorts. ‘owewer in
1949, throu~h straightenine out the defects and promoting trade on an autonomous

TONIFIDENTTAL
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basis, the increase in import of construction materials to 54,3 percent and de-
crease in import of dodily necessities to 33 percent were realized, 1 uvrther,

55 percent of the daily necessities imported were cotton fabries thas W
urgently needed by the state, This is the result n: the establishment in Hong
Song of a bridgehead adequate for the conduct of trade on an independent basis.
In 19i8, the import 1ist was topped Ly rubber products with 1.8 percent, fullowed
by antomobile and automobile spare parts with 13.8 percent, and textile goods
with 10,3 percent. fowever, in 1949, textile poods Jumped to first place with
192.6 percent, followed by machinery and machine tosls with 1 vercent, and yub-
ber produchs with 12.5 percent. If the comfioditics imported in 1919 can be
classified into 26 categories, those in 1949 can be classified into 38 caterories,

The difficult problem of this trade was zequisition of export commodities., Firet,
the governmeni-allotted commodities can be classified into the fol? owing thivee
categories: pianned periodic allotment, zllotment by instruction, and transier,
The regnlar pericdic allotment consisted of 47 allotments and amewited to
841,917,000 wons the allotment by instruction consisted of 61 allotments and
smunted to 2hi,130,000 wony and the transfers amounted to 186,922,000 won, making
a btotal sovermment allotment of 1,271,969,000 won. The actual smounts received
were 87.6 percent in the instance of repular pericdic allotments, 83.7 perecont in
the instance of Lhe allotments by instruction, and 77.5 percent in the instance
of the transferred goods , making an averase of 85.h percent received in the tot:]
govermmert allotments. Next, the goods purchased by the Corporation for exsord
amounted Lo 427,718,000 won, which was 110.6 percent of the anount envisaged

in the plan. 4 comparison between this cost price of imported goods and the
actual sale proceeds gives 1L9.6 percent, which meuns that the actual selling
price was 19,5 percent hizher ihan eatimated in the sales nlan. (In the saies
plan, the selling price was estimated at 130 percent of the cost price.)

In railway transportation, ihe record attained in the planned allotment of cave

was 75,1 percent, while that atlained in the temporary allotment of cars was 564
percent. In shipping, 33 vessels w-re operated by the conpary and th:se ships
sarried a total carzo of 103,332 tons. A breakdown of bhis shows thab the erbians
ehips made 21 trips with 59,637 tons of cargo, the EASTERI VINTURE made ¢ trips
with 29,280 tons of cargo, and the 85 USIN LI FENG (§f 7, M ) made 3 irips

with 14,115 tons of cargo. r &l [

The rate of rotation of the total assets was 3.2 times durin: the year; that

of the capital was 4.9 times; that of export roods was 6.2 timesy and t hat »f
import oods was 13 times. The rate of rotation of the imsort comuodities ine
dicated the rapidity with which the goods importcd reached their destinations.,

In the expenses accompanying export, a lowering of ili.3 percent of thoe criginal
estimate was realized, whils the expenses of import were lowered 1.0 vercerd.
This was attributed to the response to aspeals made o the company's employ:zes

ab the end of Lhe first half of the fiscal yesr to make an effort to lover AP
itures by at least 10 percent in exyort and 1 percent in import. 4s a rassuld, the
state profited to the amount of 15!,00L,000 won,
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Approved For Release 2001/03/17 : CIA-RDP82-00457R007300010004-0



Approved For Release 2001/03/17 : CIA-RDP82-00457R007300010004-0
) GO WOLAR 25X1A
CENTRAL INTELLIGENCE AGENCY _

If Lhe basic aims in 1949 were to solidily cu>1ta1, adolish the barier syse

term, establish and develop trade bridzehcads in long Xong, lorth Chins, Dairen,
“ukden ani Japang and establish a skeleton network lor econowmic investigatica
work in overseas markets, then the enterprise succeeded in attaining its basic
aims. Sut during the process of attaining the above aims, numerous cbjectiva
difficulties and subjective defects resulted in owr commitiing nurercus errcrs.
For instance, not encucsh attention has been given to plamning. It was not uabtil
July 1948 that 3 planning member was first olaced in the Supervision Departaent,
and not until Jdctoder of ithe same year that a rlanning & Supervision Departrent
was created vith two persons entrusted with the task of planair in Februsvy
19&9, the Ilanning Department was organized with {ive memvers, but in April the
number decreased to four, and it was not until Jetober Lhat the organization was
finally srreed upon. <This organizational deficiency prevented the Corvoration
from compllzn' statistics of the 1945 enterprise, conducting a thorough investi~
iration of overseas markets, and straightening out the investijation files.

Ir addition teo the flaws in organization, the rapid growth of rational needs necss—

sitated emercency imports which deprived the plan of continuity and created con-
fusion. VPlanning: delaye made it impossible to esleblish a clearwcut dasis for
deciding import costs. £4s a result, ia dugust ”9k)$ in order to avoid an unfav-
arable trade balance arising {rom 1*port af goods in the first hall o) the year
aL cos%s that were not tied in any waey to foreign sxchange, the rates for dem-
estic sales of imported geods had to be raised by 19.6 percent {(as conpared

witlh the original sales plan). 'This in turn cawsed considerable nnnu to the
covernment’s low price policy. Ji course, another reason lor raising the rete

was to increase capitale

The confusion in 19492 planning partly resultcd f{rom the absence of any previcus
wians for 1948, “hen plamning was initiated, there were furiher delays. For i
stance, instructions for trade plans for 1949 reached the Gorporation on ¢ larch.
but it was not until b “fay, when the second quarter was almost half ovewr, vhat
actilon wagt taken on the plars, Instead of just waiting for instructions from
above, the Corporation should have drafted a pesilive trade plan based on 1he
statistics ol the previous year, the reports of domestic and foreign ecomnord
investipations, and the domestic and international sitvations. The Mindings
therenf should have Leen subnitied for the mobilization of domestic ressurces lor
the acguisition of foreign currency.

lext, the statistical funchions U“ecame merely o natier of compufin" flgures on

2 machine. in the compilation of statistics, all efforts were directed tovard:
meetine the deadline for reporting these statistics to the uUD&TiOP organs. Loy
sequently, these stabistics were never analysed nor the plans inspected, and
bimely warnings were never siven. Ghe lack of elfort to ovganize statistics on

a fareign currency basis necessitated the revising of the plan three bimes curirg
the year. It was therefore impossible for the Corporation to sugzgest anyblc
regarding the directive lor smersency import of goods, even when this direc:
did not tie in with the country's tr:de balance,
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‘The louse stase of organization of the Fconomic Investisation Section has

been responsible for many defects. Actually, economic investiration is the

most backward of all the Corporation‘®s functions. First, we have failed %o
orgenize a suitable body 1o handle the all-important economic investications

“An indeperdent department to handle investigation work appeared in April wita

ons member, and in October the liconomic Section was set up with two mambers.
There is even less to say regarding investisation work in 1948. Systematic
investization of markets resarding a certein commndity, competitors, wmethods

of tradinr, packing, bransportation, custom duties, etec., was lacking. Furtier,
market gquotations from foreign newspapers have not been studied adequately, nd
little was done to spread the findings amon; the persornel of the Corporation.
The overseas agents tended to submit arbitrary and scattered revorts on their
scononmic invesiipation work. The envirommental difficulties and lack of adequate
sersonnel made their work extremely difficult, but it was considered that thay
zould devote more enarsy to their work and the time factor in their investization.

The investigators werc accused of haying lailed to grasp the exact aims of tieir
work. For imnstance, comrade WJ Hydny-ki, former head of the Truding Jepartaent,
#ho went. to Horth China to investisate trude prospects thera, submittel repo~hs
on the forth China plains, the wmountain areas of Shantung, Jehol and Lisotun:,
natural conditions for agriculture, statistics on periods of severe frost, riin-
fally snimal husbandry in various parts of liorth China, ete, ALl this infora
ation was too general to be of much use in the drafting of a trade vollicy rezard.ng
Jorth China. Later it was learned that these data were copied from books boaght
from the book stores, and that the comrades who accompanied Ol to lerth Chiqa
had to wastma rreat dsal of time copying these books. As contrasted with the
above, the investipation reports from Hong Xong on red ginseng, gravhibe, ehs.,
were of very high quality.

Intimate contact with the »roduction organs based on economic investication was
lagking, Jne axample is the distribution and packin: of red gingenc, and
andther is cod-liver oil, which, by raising of the Vitamin A content to 7,562
USP Inits, would have become an important commodity to gzaim foreign ex:hange,

ind yet no efforts were made on sither side (ecompany and vroducer) te realisz:z
tris. In short, efforts were lackins to improve the producis or to discover new
comuodities for export. The main office should nrovide all overseas branches
with detailed information regarding all new export items, and the latter, in
turn; should provide the main office with information on prosnects rerarding cer -
tain commodities, the quality or specifications desived, cna Lhe amount. Faybher,
the information is needed in adv.nce. Tet, afforts  in this direction wera
lacking among company employees and sverseas agents,

The total export voiume, as stated, was 1,362,171,000 won. If the total volume,
B7.5 peccent was directly exported by the company, while the remainine 12.5 nor-
cent consisted of transactions with private individulak, yment for purchases
wade by the lorperation, and cash sales. £ breakdown of the 12.5 Horcent sives
59,1 percent for private trorsactions, 21.2 perceni for purchase pavments 1

9.4 percent for cash sales. A considerable guantity of ;oods deztined for export

COUFIDENTIAL
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was thus released to Lhe domestic markets throuh private tr rwastions, paye-
ments for purchases and cash sales, and this not only brourht (onsiderable
harm to the domestiic commercial policy, but also gave rise 1o cvitradistions
in the trade statistics because :oods disposed of Jdomesticully imoeared asg exe
port.

flthough private transaciions occupied a mere 8.6 percent of the intal export,
there were in all 176G trunsactions, which provided o heavy aduinisii.tisn burdec
on the Corporation staff and took up a great deal of valuable time. ‘fmerous
defects were also evident in the conducting of private transactions. ior instanao,
the Corporation failed to study the question of custom duties on poo:: imported
by private merchants, failed to check whether the zo>® imported Ly Ui merchants
were as specified in the import vermit, allowdd the nerchants to set 1~ the

price nf their goods directly with the consumer, failed to keep an actwrate file
on the merchants with whom the Corporation dealt, failed to examine th rouzhly
import and export permits that were is<ued in the Corporation's name,
defects, instead of profiting the state, profited the private individu s con-
cermed..

In studyin: export enterprises, the question is raised whether there has been in-
timate contact between the main offiice and its overseas agents. Rasice] V. GO
tact was well maintained, as svidenced by the accomplishments of 1949. Vawewor.
in part, inadequacy of contact brought no small harm to the activities ¢ over-.
scas agents, entailing loss of foreign exchange., Tollowing is one concre-s
example: In June 1949, the long Kong agent notified the home office %o sl
shipment of calcilum cyanamide because of the difficulty of its disposal; ai vet.
on 10 June, 1,333 tons of calcivm cyanamide were shipped on 55 ALDAN. They are
still unseld; and their reported value is hardly enouph to pay their wareho sing.
BEven if their value is considered at HX 120 per ton, the Corporation has a'r
suffered a loss of 1K $150,000. ‘dstakes like the sbove are causinv stabe tom
perties to rot away Jor lon: periods in iHon:; Hong warehouses.

Regardine new comiodities destined for export, z sulficient amsunt of sanyles
should be sent overseas agents with inforaztion in detail en the packing, compo:
ition, quantity, domestic cost, etc. In fact, tue sbove rulinz should apply o
every shipment. ast negligence in this respect resulted in disparity between

our sample and poods delivernd, causinz nzedless loss or erbarrassment, As to
the methods and vractices of packing, there are inmuserable instances -of delect .ve
work that are costing the Corporation heavily in foreipn esxchenge, There are no
accurate statistics on these losses, but in the futuvre, the overseas acent will
submit detsiled reports on losses suffered because of defective packinr., The
losses from defective packing are not limited t5 shipments to foreign countries.
Considerable loss28 have also been suffered from defective packin: durins~ domessSic
transit of rocds. Ancther cause for losses was irn precipifous shipment ol coods
without adegquate forethought. In the case of ALDAN's fifth ard o th trips, the
value of the tolal cargo shipped was approximately equal to the

D
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Another important problem to consider in the export enterprise is sheihor ths
goods have breught just prices in the overseas markets. Take as an ecarvle

the saie of soybean cake on the long Kong market. During the five nonths fiom
May to September, the price of soybean cake averaged HES L07.69 per ton. Drrin:
the same period, lcrth Korean soybean cake was sold zt the average nrice of

IK $357.17 per ton. . At first it mdy seem that the North Korean soods were
very chean, bul the price received was justified, since the North Korcan
ment included soybean cake from the lortheast (Uanchuria) and Chinnampo 021
Plant. Also, the price listed in the Sconomic Newspaper was the current reiail
price. Similar examples can be listed in the case of dried pollack and shet
cloth.

vold
J O

Greater ciforts should be made to meet the local demands in orice competition
and study the nature of the price so as not to niss any cpportunities in the
effort to gain Loreign currencies. If a special trade policy for the long Long
arca had not been adopted, and if the barter systen had not been abolished, the
market for the soybean cake could hardly have been muintained. FEven loss con
be said for the dried pollack and sheet cloth, vhere competition with the si-
perior products from Japan and South Korea is intense.

The total volume of import in 19L% was stated at 1,348,912,000 won. 4 prooi
ovstacle to the import enterprise was the soveral revisicns in immort nlanning,
as can be seen from the following:

Plan in first half of the yvear 1.056,311,000 won
Plan in second half of the year 138,917,000 won
Plan after Hovember 645,994,000 won

If the aergency imports amounting to 1,171,583,000 won ars added, the con-
fusion in import enterprise is cbvious. The wmliiple private trarsactions at
home and abroad did not improve the situation.

The irmort of the previcus year, conducted under the difficult situation de--
scribed above, was 89.6 percent in Corporation's hands, while -rivate tracing
had 10.4 percent. An analysis of the private trade gives the followine Tirures:
15 transactions conducted in accordance with instructions from supcrior ores 3N
accounting for 11.1 percent of total rrivate itrade: L8 transactions concluded
by various organs with vhe Korean Truadin~ Corporation to barter for 1.7
cent ol the private trade; and 113 »rivate transactions conducted by the Jor-
poration itself, accounting for 70.2 nercent of the private trade. Tho comiod-
itics imborted through private channels under instructions from superior orpans
consisted of electric wires, gold net, tonnin, dianonds for industrial use,
glass, sulphur, phosphorus, parafiin, manila rope, potassium dichlorate, rock
drills, rotary nrinting presses, lead wire, etc. The comwdities Lartered by
various orpans through the Korcan Truding Corporation consisted of filnm, s
peter, electric wires, motor sailin: vescels, steel bars, transformers, l:thes,
building materials, ebe., and comodilies imported in private transaciions
handled directly by the corporztion consisted of raw rubbor, Lanmsdn, madils,
glass, rotassiun dichlorate, potassium cihlerate, ete. Althourh »rivabe trans-
actions accounted for no more than 10.i jerecent of the total icort volume,
their number was & big factor in commlicating import enterprire and irposed a
heavy administrative burden on the Corporation. As a result, it wr :

to conducl, a thorouch study of the 3L0 odd varieties of import itons and es!
Iish intimate contaect with the organs desiringz thess dormodities so as o cheal
their exact uses, spocifications, tine of usage, etn. In short, coowiination
betvecon the consumer, the company and the overseas agents was lLacking.

COFIDENTIAL
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The provortions of the number and amount of transactions conducted by
various crgans through the Corporations

Organ Humber of Proportion  Amownt (in  Proportion
Iranssetions  (percent) 1,000 won) (percent)

Hinistry of

Yational Defenze 5 10.4 54256 20.C
Uinistry of |

inbernal iffairs 3 6.3 3,480 13.3
Hin. of Productive

Enterprises 13 27.0 5.h73 20,9
Min. of Agriculture

and Forests i 3.3 1051 5.5
fin. of Commerce 2 L.2 921 3.5
Min. of Culture

and Propaganda 11 22,9 h,303 16,7
Min. of Health 2 ha2 678 2.6
ifin, of City Yenarement 2 L.2 3,513 13,4
Special Procduction

Cuidance Bureau 3 6.3 o703 2.7
Forestry Bureau 2 L.2 95 ]
Enterprising Company . 2.0 L7 1.0
Total L8 26,170

The abceve table shows that the Corporation failed o make sufficient efforts
to import or time the materials needed by the various ministries. It elso
tells that it has failed in saferuarding the independence of trade enterprise
by failing to propose to its superior orgsn the for-mlation of a concrete
policy against the possession of export comoditioes by non-commercial and nor~
productive orgonizations. :

4 glance at goods imported throush private channels shows that nonc of then
could not have been imported dirsctly by the Corporation. The private iranse
actions could, thercfore, be justified only by the time factor. hs for axanple,
despite a cable from llong Kong to the effect that 100 tons of tannin had already
been shipped, the organization that needed the product had te procura it at o
high price from a private source becanss it could not alford to wait for ship-
ment by the Corporation.

In the past, the oversees agents experiencsd considerabls difficnltien because
specifications in ordering goods from Toreign countries werc rot thorouch., The
cause scens to be in the lack of busiress wmowledge smong the workers and in
their superficial way of doing their work. For exanple, when ordering £ians
and sensitized paper, failure to indicate the sengilivity desired and vhether
the films are for daylight or nisht use needlessly aomplicated the work of the
overseas agent. Similarly, failure to indicabte the year and rodel of car when
ordering spare parts created needless difficulties.

It is considered that the prices at which imported geods were bought were Just.
Yor example, cobton cloth imported from lbng Koag was quoted in
the Hong Kong Fconomic Newspaper durirg the months from April to Hovember at the
average of HK §52.08 per roll. During the same pericd, the MNorth Koresa pur-
chasing price averaged IK $h9.77 per roll, vhich was lower thaa the markeh price
by MK $2.29 per roll. Raw rubber, during the six months from Anvil 4o Noverter

SOUFTDRITIAL
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- averagedHK $1,843, per ton. During the same period the average purchasing
price of the Corporation was HK $1,905.43 per ton, which was higher than tre
narket price by HK $61.5L per ton. Thus cotton cloth was purchased cheeper,
but raw rubber was dearer than the market price.

Luring the settlement of old accounts of 1948 in Hong Kong, the Corporation
sulfered losses from the berter systen. Some of the ressons ares

&. 4z barter condition, we had to fuarantec profits to the merchants.

b. In estimatirg the value of exchange soods, the merchants are willing to
sive only a very low price because they take into consideration nossible
market fluctuations. :

¢. ‘the merchants are rrone to add illegitinete profits to their own coods
and deceive the party they are dealing with.

d. Because of the quantity and variety of goods on hand, the stzbz often had
to barter with speculative nerchants. This resulted in the dellabion of
prices or refusal by rrospective buyers because the sales vublicity of the
merchants made the amount of roods for sale avpear more than the actual
apount ,

¢. hs a consequence of the above, goods stoppod circulating and their vrices
could not be maintained at a fixed level, and this, in turny, wipad out
Tuture opportunities.

In order to correch these defects, the Corporation struggled to abolish the
erter system in its long Xong trade and suceeeded in doing so. The sore
theory can be applied in domestic transactions with private merchants gy
studying the preblem and efiecting a revelutionzry lmrrovenent .

The refular exvort allotment from the goverament emoarted to 8&1,917,000 Won .
Compared with this, the totsl of contrects with other parties amounted +o
805,684,000 won, which comes o 95.7 percent of the allotment. OF the reuainder,
23,767,000 won or 3.4 percent were not contracted, and 7,165,000 won or 2.9 per-
cent were over-contracted. In the amount not contracted, 17,7L0,000 ViChy O
61.7 percent, was rejected by the other party because of inalequate production,
while 11,027,000 won, or 38.3 vercent, was rejected by the Corporation because
of export difficulliecs.

Az, for the actual amount of goods received from the government compared with
the amount allotted:

In regular allotment 87.6 percent
In ajlotment by instructions Bz 7 n
In transfers 77,5 0m

Following is an analysis of reasons for non—~delivery of goods aftor contrasts
nad been sipneds

Cancellation of allotment 9.7 percent

Isck of production 6l,5

Infericr quality of poods 11,5 W

Difference in specifications Lo u
CONFIDENTTAT
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11n
Paciing 1.0 percent
Transportation 2.0 ¢
Refusal 7.9 %
Other reasons 2.0 ¢

The amount, of {soods not delivered for the above reasons in terus of llong Kong
dollars is X :}5;:18?’85139

From the fact that the vercentage of goods celivered vose from 70 percent in the
third quarter to 113 percent in the fourth quartzsr when intimate centent was
establishad with the producers by dispatching resident agents to she various PYC-
duction centers, it can be seen that %he bagic cause for non-delivery was in the
lack of adequate cooperation with the prodvekion factories, )

The actnal amount for the purchase of goods by the Corporation for export was
427,746,000 won, which is 110.6 percent of the goal in the 19 plen, However,
o careful study of this figure brings to light the following: The actual
mount purchased in the country was 358,180,000 won, which is 92.5 percent of
the goal and 83.7 perceat of the total amount purchased, The renainder, nonely
69,568,000 won or 16,3 sercent of the total amount, was re-export itens and
{through a contradiction in financial organi zation} were merely paper work on
the account books of tha Purchasing Department.

As for the purchuasing channels, 56 percent vas purchasad from covernment organs
{including conswierst cooperatives) and Ll percent from privabe individuals. In
the disposal of poods imported for purchasing purposes, Ll.6 f2reent wenl, {o the
production organs, 21,6 percent to the business orgzans and 36,3 peresrdt Lo privaie
individuals. Loreover, 38.2 percent was given ovt under contract and 41.8 percerd
was arbitrary dispesal. The above figures would indicate thet the murchasing
enterprise in 1949 developed with 1ittle or no prlazning. Among the mein causes
the following are given:

2, IFailure to sci up a clear-cut vurchasing nlan. Absolutely no investsigotion
was conducted on the goods that should bo purchased, the state of nreduction
and consumption of these goode at home, the poods marketable abrosd, cbe. As
a result, the purchasing plan was unstable and unpractical.,

b. Lack of eapital funds for the purchase and lack of smooth supply of poods that
the Corporation wished to purchase. The purchasing fund, as the plan denanded,
was too great. a burden on the Corporaticn. On the other hard, the supply of
roods that the compeny wished to buv was often unsteady.

Under such difficulties, the Corporation had no choice but to ase guerrilla tactios
in purchasing. Further, in striv.es touards its major goal of gaining forel
rencies, it could not aflford to diseriminate bebween ¢ ealing with the governme:
crizans, consumers? cooporatives or private conceins: neither could it afford to
make any distinclion among the production, comsercial op private organs when efe
fecting barter purchases with imported roods.

In matters of transportation there appeared still otheor defieioncios., Tho number
of Ireight cars reguested in the plan was 1,701 and this rurber woe later rovised
to 1,660, However, the actual nurber o freight cars operated wag 1,250, or 79
percent of the revised number. The Cornoration was guilly of breech of contract
on 204 ears, which necessitated payment of camazges totaling 198,750 won. PReasens
Tor Yreach of contract were: no foods to transport, 3L carsy shange in nlon, 173
LB .

COFTONUTTAL
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Tae number of cers requested for special occasions totaled WP, but the setual
ourber operatod totaled 2,299, or 59 percent of the veques.  The diffevonce of
1,620 cars was causod by ¢+ ne goods to transport, 1,43C ureg ne sars available,
187 cars; and other reasons, 3 cars,

Next is the problem of shipping, which is of paramowr.i ‘aportance to the Cornorae

tion. Considercble efforts have been made towards dwr ovoment in this field, and
the state of shipping in 1949 was as follows:
Total Cargo Averare Tonnags
topnage R8T ¥assel
Fortrans 59,637.4L 2,339.9
BASTERN VARTURL 20,280.4 3,253.0
HSIN LI §THG ,l1s.5 . h,805.0

Toe total arrearage paid to Yortrans arounted o 1S $10,589.76 and 2,551,202 won.
This was necessary because we failed te study closely whether oy not the dailr
average ldading toanaze of 720 tons as cortracted between MNortrans and tao Corpora~
tien was 2 practical figure. Following is the aversge dsily Jeading ficare frow
actual record: .

Chongjin Branch L53.1 tons
Wonsan Branch 237.3 ¢
Hamhung Branch Lis.e ¢
Chinnampo 8ranch L57.3
Hong Kong 26,00 v
Dairen 2256 on
Tientsin 333.6 v
Averags 366

The original contract with Yortrans covered the period up to the thirg quarter
of 1949. During that time, the charterage was HK 3L6.46 and 1,137.33 won per
o,  Howewer, in the fourth quarter, the charter contraci was rovised to one
baged on weight in en effort to &liminubte the defects of the nrevious gontract,
As a result, charterage during the fourth quarter decreased to HX $h0.07 anc
1,071.71 won per ton, a deersase of HK $0.39 and 66,17 won per ton. The new
eontract, woreover, increased the responsibility of both parties, and the
resulting increase o carpo tonnage per vessel and shortening of sailing days
rousht larpge profits to Horsh Korea. Un to the third quarter, the carpo
iecaded was 85.0 sercent of the canacity, but in the fourth Querder, the sop-
cenbage went up o 93.4 percent., Tha dafects in transportation are many. In
railway transporiation, the unstable character of the export lan and the guere
»111a tactics em»loyed in the purchasing enternrise were the tasic fastors be--
hind the breach of contract. Thesc sams defects affected, in part, the shipping
enterprise.

The perfornance of ortrans was referrel o as splendid. Tis ships ployed a
prominent part in Nerbh Korean develonmant of the long Kong ard Tientsin routes
and made expansinn possibie. Howevor, “he followming points of possible imrrovoe
tent were referred to: The Nortrans ships burned cosl. They are old ond iheir
tonnage is snall, The transportation f2¢ on the average is high, Following is
a comparison of the average cost per ton between the EASTRRI VEIITURU and the
Hortrans ships:

Uortrans ships IK BL2.07 plus 3,071.71 wo
BASTYRN VRITURE K £40,98
CONFIDLNTIAL
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The foliowing are some of the defects entailed in the contrzet based on wel.ohte

£. ihen there is not sufficient cargo Lo ship back fron overseas, the sh
order to increase the safety margin in sailing, call =zt harbors in Ce
and North China to load more cargoes Irer merchants there s thus delaving the
whole shipping plan,

bo DPecause of the system of payment of arrearage, the ships are of%en re

%o depart emoty even when there are definite indications that there
shipment within a few days.

quastaed

1l btea

t. Uince foreign vessels are contracted under a charter system, there is a DEDide
doxical tendency to load less on the ¥ortrans ships and more on fereipn o

The problem to consider is the lowering of shinsing and incidentsl axenses.  As
a resull of the appeal made to the company stels al the end of the first half of
199 to work for a 10 percent deeresas? in export exponses and a 1 nercent decrpose
in juport expenses, the following resulis were obtaineds

faport Lxvenses Plan  Rzcord Increase or Decrosse
. {Parcent) (Percent)
Faxport tax 11.3 5.0 5ede
Charterage 6.8 i5a3 2.5~
Container cost 11.1 3.2 2.1
Generzl expenses 5.2 Sal 1.64
Total bl 29,2 .3~
Import Twpenses Plan  Hecord Increase or Decressa
{Parcent) N {Percent,)
Import tax 3 3.3 034
Genersl exyenses 3 1.7 13-
Total 11 N0 1.0~

that such results weve possible was due to the keen corpetition among the branchos,
and the efforts of the branch staffs. On the other hand, there are a rreat many
other problems which awalt solution, For exarnle, because of lack of a derinite
policy regarding canvas covers, the Hamhung and the Chinnampo Branches had to 7
cut large sums for them. The daily average work tonnage of 720 tons itself awaits
further study, arnd nothing has ¥el been done about computing as work kours the
loss of time due to causes beyond human control such as rein, rourh sess, winch
trouble or air roid driil. : ’

The rotation of the Gerporation's total assets in 19LS vras 3.2 times.  The averase
working ecapital per month was 330,835,000 won, and the average szles volume of
imported goods was 135,482,000 won ner month. This means bthat the corital rota-
tion in 1949 was L.9 times or once every 73.L days. As for the export commodities,
the average quantity in warehouses e ronth was 219,620,000 won, and that shinpad
out per month was 113,304,000 won, zivirg rotation of six times during the-year,

or once every 53 days. In import, the cuantity of imported goods in warchousas

cer month was 117,257,000 won. and the sales volume of imported poods was 125,562,000
wen,; which gives a rotation of 13 %ines or once every 27.5 days,

For greater speec in the rotation of expors comiedities, the Corporstion hed tried

CONFIDRITIAL
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everthing it could. Vhile studring rotation rates, it found that anon;: foods
exported were those that had been desimmated as wnsuitable for export, and tha
ey of these in fact were needed for home consumpbtion. The notable oncs were
sleohol, foilet soap, candles, grape sugar, red aluw, ethyl and barium chlorate.
There were also poods that did not accurmlate at home, but accumulated ir foreiga
sonds.  Accomuialed in ilong Kong vwere 1,182.3 tons of calciun cyanamide, 94,3
fons of caleium superphosphate, and around HK w29L,209.00 morth of brisid 05, rine
seng and lemps. Jith the exception of caleiun cyansmide and bristles « b
soods were exporbted in 1940 when the Hong Keng market was first being exploited.
Iikewise, 20.7 tons of aleohol were shipped to Tientsin to the open marxet, and
these bave not yet been sold. Thelollowing conclusions were dravns {1) Goods
unsuztable for export should either be consumed at Lome or no longer producad.
{2) In order to avoid accumlation of foods, oversezs economic investigation worlk
stould be conducted on a wide front. The information collected should b= put to
use, and dependable radio communications shculd be utiliged, Amonp the imnorted
goods that have been in accumidation for over a Jear were movie cameyas, rock
drill spare sarts, spinaing drums, radios, and wirefined salt 1 while goocs thay
have been in accumulation for over three months coneish of seven iteme vl

Lua
abt 5,357,323 won. Reasons for bheir aceurmlation are imperfest products, dif-
ferent specilicabions, or limited usace.

Another importanh factor cbstructing the rotation of capital is the seworral daris
delay between the enbry of a shin inte the harbor and the arrivel ¢7 instructions
regavding disposil of cargo. The bime from the zrrival of the ship to the sub-
nission of application for disposal of earge was frcu three to 20 days, necesgi-
tating an average delay of 11 daye. Further, it tock an average of 13 days from
the submdssion of application to the Trade Dureau to the arrival of irstructions.
Consequently, the average poriod of waiting was 29 cays. Since esch rotation of
imorted soods ook 27.6 days, the above delay was equivalent to ©he lns: of cone
robation.

Finoneial administration, insufficlent thought was given to the comrutation
of forelpgn currencies. The overseas nfiices failed to efiect a firancial balance
in foreign currency and gave little thought %o how the profits and losses of the
irading enterprise appeared in bernms of foreign surrency. As a result, vhile the
balance sheet of 1948 showed a profit of L, 131,591 won, the inspecticn entore
prise organized at the ond of 1949 actually showad z deficit of 122,293,720 wen.,
This mistake mush not be nopeated in “he future.

ALecidents may be classified into aceidents curing transit and accidents ceourring
- warehouses.  there were in all 62 accidents durirg Gransit, invelving 1,251,635
wort. An analysis into the nature of these zccidente shows that 33 casos or 53.2
percent involved damages, 17 cases or 27.% percent involved insufficient quantity
dispatched, three cases or 1.3 percen involvec decrease in volume Xrom nabtural
causes, two cases or 3.3 nercont involved robbery, cne case or 1.6 veraent involwad
deterioration of goeds, and the remaining six cases ov 9.7 percent consisted of
miscellancous causes. A total of 22 aceidents occurred ir wavehouses, irwolving
1,610,798 won. An analysis of the canscs shows that eight: cases or 6.4 porcent
invoived inadequate inspection, five wases or £2.7 rercent involwed decresse in
volune from natural cauvses, three cases or 13.6 percent involved demares, cne casc
or L.5 percent involved deterioration of roeds, one case or L.J verceunt i
robbery, and the remaining four cases or 18.3 nereort consisted of mi

ANCCUS
ceuses.  The above figures should serve as o basis in sbudying means to prevert
accidents in the future. An inportans srotective neasure against sceidents ig

merine insurance, and while the shipping during the past two years involves seversw
tens of thousands of tons, the Corporation failed tc make adequate arvanrenents

COWFIDRITTIAL
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for marine insurance. Twice during 1949, the Cerporation was close to experien:img
a major sea disaster--storms that overtook the S5 AIVAZOVSKY in the vicinity of
Taiwan and the SASTERN VWHTURE in the vicinity of Japan.,

The Inspection Committee was first introduced on 17 Noverber 1549 in order io
sorrect the 1948 balance, which was not linked to foreign currency. It complebed
the work on 7 February 1950. [For this job, which tcok 7 001 work hours, 583 ror-
sons were mobilized. By straightening the 1948 balsnce s which originally showed
o profit of llL,131,000 won, instead & deficit of 123,293,000 wen  appeared. The
results were then linked to the balance sheets of 19L2. By thus consolidating
the linancial aspects of the Corporation, it was pogsible to sum up the business
of 1649. The conmittee was headed by comrade XIM Chong-yun (AR 7. ), vho
surpounted great odds to complete the inspections,

Ey

The president's report for 19L$ concludes with a statement of the rayid mrowbh of
of the Corporation. Despite the successes, there have been numerous defects in
ihe enterprise. To elininate these dofects, the president proposes the {ollowing:

a. Strengthen the nlanning phase. The confusion ir plannming in 29L9 was on
immense obstacle to the imrort, export, purchasing and transporbation enberw
prises, both abt home and abroad. Therefore, econonic investigation work
should be orpanized by the Flanning Department to set up annval and auarterly
plans. The chiefs of all departmenis and the overseas aments should partici-
pate in collecting accurate data. In the compilalion of statisbics, close
contact should be maintained at all times with pertinent devartments or
sections. In particular, constant attention should be paid to the linking
statisties to foreign currency. ‘hile thus far the Corporation has dam
on instructions from above, it should new becin ibs own eccmonic inves
%ion and planning.

b. The Corporation must develop new methods for the acquisiticn of Tore’on
currency. To accomplish this, it must conduct investipgations on exoert come
modities, display initiative in its fight for foreign currencies, and econo-
mize in all expenditures involving foreign currency.

c» The Corporaticn must abolish the havter systam. There has been arnle proct
of the losses inflicted on the state by that system. It must not only aboliish
he system in connection with Hopg Kong, which covers 77 percent of liorth
torean trade, but also Tientsin and Dairen. In domestic transactions, too,
Hhe company should in principle abolish the barter systenm.

d. The Corporation must organize a department to hondle foreisn currencr cale
culations, so that it can realize accurste trade balance 3n such CUTTENCY .
the overseas agents rust see to i that reguested reports on the subjiect are
submitted within prescribed tine.

e. In shipping, the Corporation mast positively and yet ratiorally utilige
Lortrans ships, aim at lowering the daily work average of 720 tons
practical level, and in the payment of charterare, strive to decreass
mend in foreign curvency and increase payment irn domestic currency.

L. The Corporation must establish intinate contact with the nroducors. In sd-
dition to dispatching resident agmis to production plantz, it nust have a
dependable system for field renorts on cuality, packing, cte., so that the
rrestige of the Corporation may be naintained. doreover, in view of tha
Lfact that 61.5 percent of non delivored roods was due to insdequate “roduc-
tion, ccnstart atbention should be devoted to this mather, )

r:uma‘i?.:/nm,
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s The Corporation must establish intimate contact with the consumers of ime
ported poods. It must find out exactly the required gnccilications of the
products, their uses, and their veriod of need., It must organize its trade
50 that therc is a live spirit of teamwork among the field offices, %he houe
office and the consumers.

he, In order to lower import or export cxpenditures, the Corporation mast drewr -
up and enforce an accurate plan regarding packing and containers and devise
neans against the repetition of mistakes which necessitated axtra oxpendie-
tures in the past.

1. Tne Corperation must be more alert to prevent accidents. Insurance on import
and expory commodities must be taken out in foreign couniries {especially
Hong Xong), aad concentrated efiorts muss be made to prevent danmages dwring
transit and accidents in warehouses.

Jeo The Corperation must intensify inspection worl internally and seel: guidance
Iron superior organs. Overseas agents must subnit certificates and accurabe
reports on imported poods at all timos, and pertinent departments of the
Corporation must constantly study and analyse these reports.

K. In view of the special nature of the enterprise, the Corporation rmst take
spocial precautions in the dispatching and safequarding of documents and

maintain sbsolite secrscy on personnel, shipping and trading matters, nob
only to oubsiders but also %o fanily members.

1. The perscns in charge of various departnents and ofiices rust not ond y de=
pand on the Staff Personnel Departnent. for the training of resarve persomnel,
but mugt alse train persoansl within their oun departuonts. The vototion of
personnel must be decreased. so that enployees can become nroficiont ah thei
Jobs. In particular, in order to elevate the political theorct ciandard
of the overseas agents and send them warn greetings from hone, the Cerpora-
tion must not neglect to sond them nevispapers, magazines, and booiks whenever
pessible.

in eonclusion, agents overseas should devote their wimost offort towards -
cesding the goal for 1950 by applying the rovolutionary theories of Marxism and
Leminism to the sractical entervrise of the Korean Prading Corporation.

25X1A

“‘Conmen@n The Chosen Trsding Corporabior is afficially considered
i Conmunis® Nortl Korea as a semi-private corporabion, bui its archives show
70 share=holding or other type of financinz usual in private or semi-~private

corpovations, It was financed initially by the Commurist Party (NELPY ang
remaing the property of the Party even though some govermmental vnits may be
represented on the board of direetors; the company is said, for example, o be
subordinate %o the Depaviment of Commeras.
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